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TEXTIIE® TRADE CENTER IN SOVIET ZONE GERMANY

Orgenization and Structure

i The German Trede Compsny, a8 successor to the Trede Offices of the
- Laender, wes tc handle the distribution of consumers' goods to the co-
ordinated private wholesale trade. On 1 Januery 1949, it started its own
vholesale departments at Chemnitz and Dresdern, on an experimental basia.
In connection with the organizational difficalties then prevailing in the
Soviet Zone, e.g.,, becklogs of stocks at the plants, and dislocations in
the production process, which were not accounted for financially, the at-
tempt to operate wholesale trede departments mst be termed a failure. At
that time, the expedient was used of supplying textile production directly
to the retail trade in order to obtain material for production again. To |
let private wholesale trade continue to exist, on one hand, and to reastrict w.
further the coordinated business houses, on the othar, the next step was the
Tforuation of the German Trsde Center.

On 1 July 1949, the functions of tha former German Trade Company at
Chemnitz were transferred te the German Textile Trade Center. This was or-
ganized with a trade network thkroughout the five Laender of the Soviet Zone.
FPor certaln corrined branches, including the branchss foxr iadustriel sup-
plies, about 50U trade offices were orgenized by 1 July 1950. The trade cen-
ter has, in the meantime, undergone further expsnsion through tbe orgenization
of speclai branches, e.g., the wool-trading branch, the fur-trading tranch at
Ieipzig, and the rayon-trading branch at Chemnitz. While the wocl ané rayon
branches cnly do the paper work invoived in tbe movement of these commodities,
the fur-treding branch is charged with the procuresment, treating and finish-
ing of furs, and with having the finished furs made inte clothing by the fur-
riers industry on a contract basis. The main emphasies in the distribution of
200ds by the trade center is filling the textile' requirements of the popula-
tion through itz branch offices. The drauch cfiices £1ililing civilian require-
wents also occupy & leading pusition organizetionally. They are arranged ac-
cording to popaiation density. In the densely populated Land Bachsen,etch
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branch office operates in a radius of about 60 kilometers, while in lesa
densely populated Laender {2.g8., Mecklerburg), the radius is up vo 150
kilometers. After the trade center w3 organized, some of the formerly
‘ coordinated wholssale houses took over the role of commission agents. This
applies mostly to Sachsen, where about 30 percent of all goods move through
commission egente., In the Laepder Heckleoburg and Hrandenburg, the commis-
sion agents have lost all importance, and private vholegale trads has beccwoe
insigrificant or has been eliminated ajtogether. The commisgion ageats de-
liver one percent of their turpover o the centrsl office iz Chemnitz, For
this fee they can obtain their allecated quote from the central office om
certain purchase days. The private wholesale trade (commission egent) is
supposed to take goods only from private production, but this could not al-
ways be observed completely in practice. The commigsion egent sells in &
definitely specified region to private retall trade, while the local branch

office operstes in the same reglon.

The trade center is an institutiom of public law. The branch offices

are people-owned enterprises; the central office in Chemnitz 15 & federation
of people-owned enterprises. The central office administers the allocations
to the EO (Trade Orgenization), the cooperatives, and the public sales sgents.
The large allocetion of goods for public use is sold vholessls by the Feder-
ation of Cooperatives of the particular Land to the Kreis cooperatives. Their
branches sell on a retail basis. The branch offices and their privete com-
- mission sgents move at least 50 percent of the goads slioccated for public use.

At the wholesale level, the margins are as foilows:

Percent

Fer hosiery, knitwear, and all yard goods, 15

10

carpets, and curtains
For all clothing .
For work clothing and materisls for work 8
clothicg

At the retail level, a uniform margin of 20 percent applies to all goods.
In the people-owned sector, terms of 15 days net apply. Private producers aad
private wholesale houses heve to grant the old textile. trade terms of 10 days,

3 percent; 30 days, 2 percent and 60 dsys net.

The certral office contracts with people-owned and private enterprises
for its branches, snd for the ccordinsted commission ageats, while the HO
and the cooperatives make their own contracts at present. Starting April
1951, this setup will be changed.

Pert of the available yard goods will be {ssued to clothing manufacturers.
The people-owned enterprises in the clothing field will be given first coprsid-
erstion, but since the private firms have a much greater capecity, large cop-
tracts sre to be signed with thew. The copditions for both private and people-
owned enterprises are the same. }fter the model hes been chosen, sample gar-
pente are to be sent to the central office. The vracch officez and the pri-
vate commission agsnts can then buy their allocations from this sample collec-

¢« tion. The private commission agents cen pake their purchases only after the

vranch offices have mede their cheice.

Econcmic Policy and Aims

When the branch offices began operating, sll private retailers who had
previously been supplied by the Offices of Trsde and Supply beceme their cus-
tomers. The sdministration allocated goods to 88 many retailers as possible,
so aB not to increase the 1irficdlties. The ‘bureaucratic allocation plans,
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however, meant that mspy retailers received goods in such small guantities
that they pever had e good assortment. The branch cffices have succeeded in
changing this situation coneiderably in the course of one year, Objectively
speaking, the entire private trade could not be supplied properly even if
production were at peacetize leval, which is not the case now and will mot be
the case ip the nesr future, BEven with a peacetime supply, about twe thirds
of the private yetailers would get pothing, beceuse the HO and the coanera-
tives have to be supplied from the total allocation. Previously they did not
sell tertiles, or, like the cooperatives, s0ld only very fev textile goods.
Thus it seemed more reagonsble, in consideration of the customer, to leave a
lsrge portion of private retell trade without a supply and to turn over the
remainder of the allocation to specisl retail stores, 80 that they might of-
far the customer some kind of sssortment.

In the mesntime, a further step has bteen taken 1o the eccnomic policy.
Starting 1 October 1950, the HO hae been buying from the branch offices.
Aside from the fact that anpther soluticn is to be tried sterting 1 April
1951, the purchases by the HO will further curtell the private retallers.
0f course, the HO bhas first choice in the purchasing. It has &lso been e~
cided to lat the HO place optioms or particularly valuable gnd besutiful meate-
rials. Thus, the retallers are forced into the position of selling only in-
ferior gocds and second-choice materials. This 48 cold war sgeinst the pri-
vete retailers. The EO will now slowly turn to effering contracts to retail- A :
ers, because it is not big enough to put all the goods on the market through e, .
its own outlets. The retailer will be tempted by the prospect of a chance Ry 3
of completing his essortment, if he alec sells HO goods on a commission basis.

The private retailers are fighting for their existence, and they will accept

the offers provided they involve a large amount of business, The retailer

is then only a commission agent for the HO and receives 8 percent af the mar-

gin. The HO is plenning %o use this method especially with those zhops which P
sell good-quality merchandise. .

The Profitableness of the Branch Offices

The branch office in Leipzig, which is one of the largest offices of the
zone, hed a monthly turnover of sbout 3 million Deutsche marks, The average
mergin was about 12 percent, the overhead, with & total personnel of about
70, was about 3.3 percent. An averuge monthly profit of about 250,000 Deut-
sche marks was made. It should be mentioned that the 3.3 percent overhead,
in addition to rent, salaries, evd sl) office expensee also includes transport
irsurance, epormous freight charges, turnover tax, and cherges paid to the cen-
tral office. As in the entire poeple-owned sector, the central office puts
pressure on the enterprises for = maximum of profit to be turnzd over to it.
The profits must be turned over latest by the tenth of the fellowing moonth.
The central office, in turn, is under tremendous pressurs from the government,
and the total profits must be turned over to the Central Finance Office at
Berlin by the 15th of the month, at the latest.

¢ 3 From & theoretical stendpoint, ihe wholesale margin could be rut dvwn to
6 percent and a reserve for special purposes and investments would still be
availsble. EHowever, the overhead would increase by a few tenths of one per-
cent if the supply of merchandise were tc increase considerably and if the
assortment included more items.

Quality and Composition of Textile Goods

Beventy percent of the fsbrics and knit goods for outer garments are worsted
yarn. Whatever pure wool fabrics are avallable go to the KO. All household
linen, especially bed linen and underwear for the civilian sector, has reportedly
been made of cotton for the past year. However, despite all promises, pure cotton
goods are seldom available, and if they are, they are handled by the HO, which
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has to fulfill its finance plans., Most of these Tatirics are still mede of
cellulose wool. The supply of hoslery has lmproved considersbly during

the past year, but this statement must be modified by wmentioning that high- |
grade merchendise goes mainly to the HO, which has options on it, In 8ll
printed fabrice, the dyeing difficulties have not been overcoms, although
some improvement can be poted. Hulticolor prints cannot be produced, be-
cause good dyes cannot be imporited frot the West, Resdy-made clothing, es-
pecisily women's wear, was practically ir the pature of upiforms only one
year ago. The practice of making thousands of &resses of ome model for the
zone has Iimproved. Although dress fabrics are gemerally made of cellulose
wool womsn's wear had improved as fer as fashion iz concerned.

General 4ims of Trede yepters

The trade cepters; as far as they handie consumers' goods, are to be de-
veloped on the Czechoslovak model, so that they will be the wnly suppliers in
their field Dy sbout the midfile of next year. The German Textile Trade Cen-
ter would then give orders, according to the Czechoalovak model, to all spin-
ning and weaving plants. It would procure the raw materisls, make the plans
for processing together with the proper mindstries, end then set the quotas
for industrial, population, interzomal trade, export, and other requirements.
Every movement of goode, from rew materiamls to finished products, would then
go through the crade cemter, and the trade cemter would then Ye able to de-
termine Just how much of private enterprise would be kept alive. The tempo-
rery system of contracts tc private enterprise could then easily be Justified
since all processes would be controlled by ome suthority. The trade center
could then claim that since the raw materials came from the people-cwned sec-
tor, a private textile mill could be charged with processing them only if the
finished product went back to the people-cwned sector.

Thie would mean that the 30 percent of the weaving capacity and the 35

percent of the hosiery ard knitwear production which are privately owned would
by hired to perform services for the people-owned sector.
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